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Chromasco, with plants located at Beauharnois, Quebec, Memphis, Tennessee and Haley, Ontario, 
produces a broad line of ferrous and non-ferrous metals for use in the steel, aluminum and foundry 
industries. 


The Corporation, through its subsidiary, Industrial Adhesives Limited, produces a broad line of 
adhesive products, including water based, solvent based and 100% solids adhesives, for use in a very 
broad range of industries. Plants are located at Toronto and Montreal. 


EXECUTIVE OFFICES Mailing Address: 
680 Sherbrooke Street West P.O. Box 189, Station A 
Montreal, Quebec Montreal, Quebec H3C 3Y3 


ANNUAL MEETING OF SHAREHOLDERS 


The Annual Meeting of Shareholders will be held in the Auditorium (Section 1) of The Royal Bank of 
Canada, Mezzanine Floor, 1 Place Ville Marie, Montreal, Quebec, Canada, at 12:30 p.m., on Friday, 
the 26th day of May 1978. 
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CHROMASCO LIMITED 
ANNUAL REPORT 1977 


‘CHROMASCO LIMITEE 


RAPPORT INTERIMAIRE 
Des six mois terminés 
le 30 juin 1977 


AUX ACT. 


Le bénéfice net consolidé du trimestre terminé le 
30 juin 1977 se chiffre a $288,000, soit $0.07 par 
action ordinaire, comparativement a $380,000, soit 
$0.09 par action ordinaire, pour la méme période en 
1976. 

Au cours des six mois terminés le 30 juin 1977, 
Chromasco a essuyé une perte nette consolidée de 
$114,000, soit $0.03 par action ordinaire, tandis 
qu’au cours de la méme période I’année derniére, la 
Corporation a enregistré un bénéfice net consolidé de 
$1,042,000, soit $0.26 par action ordinaire. Le fonds 
de roulement a diminué de $306,000 au cours du 
premier semestre et cette diminution est principale- 
ment attribuable a un investissement important dans 
le systéme de contréle de la pollution atmosphérique 
a l’usine de Beauharnois. 


La situation du marché du ferrochrome continue 
a €tre défavorable a la suite de l’importation d’ une 
quantité substantielle de ce métal en Amérique du 
Nord. Cette situation a entrainé une baisse des prix de 
vente en dépit de l’augmentation des cotts d’ exploita- 
tion. En comparaison, la situation du marché du ma- 
gnésium s’est maintenue a un niveau ferme ce qui a 
permis de poursuivre a plein rendement |’ exploitation 
de l’usine de Haley au cours du dernier trimestre. La 
demande de produits adhésifs s’est maintenue a des 
niveaux comparables a ceux de |’année derniere. 
Nous ne prévoyons pas de changements importants 
dans les divers marchés desservis par Chromasco 
d’ici la fin de l’exercice. 


Conformément aux dispositions de I’ article 136 
de la Loi sur les Corporations Canadiennes, la Corpo- 
ration a fait l’acquisition, au mois de juillet 1977, de 
toutes les actions ordinaires de Industrial Adhesives 
Limited détenues par les actionnaires qui n’avaient 
pas accepté l’offre d’achat de la Corporation du 15 
octobre 1976. A la suite de cette acquisition, Indus- 
trial Adhesives Limited est maintenant une filiale en 
propriété exclusive de la Corporation. 


Le Président 
J. Thomas Timmins 


Montréal, Québec 
le 19 aout 1977. 


~ CHROMASCO LIMITEE 


et ses filiales 


ETAT CONSOLIDE DES BENEFICES 
(En milliers de dollars — a l’exception des données par action) 


Trois mois terminés Six mois terminés 
le 30 juin le 30 juin 
lee. 1976 1977 1976 
NV BINGEES seep re tad crane aay eet meen chee ten ante panacea ne mia. eesetee. $20,469 $16,065 $39,005 $31,191 
COUTS ET DEPENSES 
Coutdes.ventes) sat lvamorissement meer: ste eee er 17,348 13,875 34,018 26,545 
INMOLLISSCITION CERCA eee eet nso oles Antec theme ues Seca U3 382 1,356 883 
Mise en marché, administration et frais genéraux ........... 1,488 921 2,787 1,609 
Intévetsisur la dette along tenes a. ss xt <a. wee Gee - nome 540 135 1,048 270 
Interetsisur ardetteraccourtiterme ms se ean ete ee 162 177 355 310 
Totaldes couts et des depenses7 2. a. 4s sneha. ene: 20,275 15,490 39,564 29,617 
BENEFICE (PERTE) avant impots sur le revenu et intéréts minori- 

TALL OCS TM ey eee ee ath te ME astray Es Letra cost eee es, 5 194 Sy7/5) (559) 1,574 
Impots sur le revenu (recouvrement) (note 2) .............- (97) 195 (451) 532 
MiferetssiminOritalres «a ee eee et Pe we ee eee ecto 3 — 6 = 

BENEFICE: NET (PERTE) dela période 4... 052... «Ge se canes Seo S Soe o80 $ (114) $ 1,042 
BENEFICE (PERTE) PAR ACTION ORDINAIRE..........--- $0.07 $0.09 $(0.03) $0.26 


ETAT CONSOLIDE DE L’EVOLUTION DE LA SITUATION FINANCIERE 
(En milliers de dollars) 


Six mois terminés 


le 30 juin 
PROVENANCE DES FONDS 1977 1976 
Fonds provenant de |’ exploitation 
Bénehice: nem (perteymeetesrenoe aes tie aot keeps Reenter nce $ (114) $ 1,042 
AINOFEISSEIMENU! vo scot eee tee sc tec Os ee ERS me eat eieaneaee tannic 1,356 883 
Impots‘sur le veVviemtirre pOvteS mer, ean gar etree erate re aren nae 245 618 
Intérets: minoritaires dans:le revenu-diune: filiale a. see oer ee 6 — 
Fonds provenant dedexploitationy. .).a.2 5 so eee ees ene 1,493 2,543 
Detté-a long:tetmnie’ = net ee tegen tatoo one A kone ease triton cae 4,190 — 
Redressement d’impot sur le revenu affecté a 
Un ExekCICe AMIETICUI a2 4 ec icene cone et ae en fence re ee etek ree 127 _ 
Totalide la provenance desifonds”. 22. ..ic fee ee = oct ee 5,810 2,543 
AFFECTATION DES FONDS 
Acquisitiond Usines cf @-Cquipement sts ...aa 4 sae oe ok te eee ee 5,448 1259 
Placement dans les actions dune wtiliale: 22 aw oo ie is Se emg ee 668 — 
Totalide:l“afieetation’ déS-tonds*n. Agnes. oes er ee eee ete 6,116 12259. 
AUGMENTATION (DIMINUTION) DU FONDS DE ROULEMENT ...... (306) 1,284 
Fonds devroulementmau debutade exercice sac (ne ies sa er ee ree 14,541 11,285 
FONDS DE ROULEMENT A LA FIN DELA PERIODE ...........-..-- $14,235 $12,569 
NOTES: 


1. Les chiffres, non vérifiés, comprennent des estimations sujettes 4 redressement lorsque les résultats de l’exercice seront 
connus et vérifiés. 

2. En 1977, le taux normal d’impét sur le revenu sur une base consolidée a été diminué de fagon substantielle suite a la perte 
pour fins d’impét d’une filiale et au report de cette perte sur les exercices précédents afin de recouvrer les impots payés 
antérieurement. 


CHROMASCO LIMITED and subsidiary companies 


FINANCIAL HIGHLIGHTS 


OPERATING SUMMARY 1977 1976 
Sales $78,411,000 $62,956,000 
Net income 232,000 868,000 
FINANCIAL STATUS 
Working capital $14,514,000 $14,541,000 
Shareholders’ equity 
Preference shares 3,250,000 3,250,000 
Common shares 21,074,000 20,842,000 
Total shareholders’ equity 24,324,000 24,092,000 
PER COMMON SHARE 
Earnings $0.06 $0.22 
Equity 5.26 ie 
STATISTICAL DATA (at year end) 
Number of employees 959 962 
Number of shareholders 1,076 1,095 


CHROMASCO 


DIRECTORS’ REPORT TO 
THE SHAREHOLDERS OF 
CHROMASCO LIMITED 


The adverse economic climate of 1976 continued into 1977 
causing depressed market conditions for many of 
Chromasco’s products, particularly ferrous metals, which 
resulted in the lowest consolidated net earnings for 
Chromasco Limited since 1972. 


Deterioration in the cost-price relationship for high-carbon 
ferrochrome continued throughout 1977. Large tonnages of 
this product have been and continue to be imported into 
North America, the latest wave of such imports coming from 
South Africa, resulting in a decline in selling prices and 
available markets. Chromasco as well as two other major 
producers of ferrochrome submitted a petition to the United 
States Trade Commission to secure relief under the Trade 
Act of 1974. The three petitioning companies represent 
approximately 90% of the domestic ferrochrome capacity in 
the United States. The Commission held hearings on the 
petition and, in its report issued December 1, 1977, ruled that 
imports constitute a substantial threat of injury to the United 
States ferrochrome industry and recommended higher tariffs. 
Unfortunately, this recommendation was reversed by the 
Administrative Branch of the United States Government in 
January 1978 and the future with regard to ferrochrome 
remains clouded as of this date. 


The demand in Canada for ferrosilicon and ferromanganese 
remained stable but the adverse world-wide relationship 
between supply and demand for these products resulted in 
downward pressure on prices. 


The magnesium market remained strong and this, combined 
with growth in calcium and strontium markets, made it 
possible to operate the Haley plant at near capacity 
throughout the year. The high rate of magnesium production 
at Haley also helped maintain satisfactory operating levels at 


Sales (millions of dollars) 


80 


70 


the Beauharnois plant as this facility produces the high-grade 
ferrosilicon required as the reductant in the production of 
magnesium. 


A major step was taken by Chromasco to strengthen its 
long-term future in magnesium when the Corporation entered 
into an agreement with Societé Francaise 
d’Electromeétallurgie, a subsidiary of Pechiney Ugine 
Kuhlmann, giving it access to the right to use the 
“Magnetherm” process for the production of magnesium in 
Canada and the United States. The agreement permits 
Pechiney to acquire a minority interest in any new 
magnesium facility to be constructed by Chromasco using 
the Magnetherm process. Pechiney is one of France’s 
leading diversified groups, with installations throughout the 
world, and we are pleased to be associated with them. The 
Magnetherm process is a variation of the process used by 
Chromasco and offers the unique combination of being cost 
effective while allowing economic capacity expansion in units 
suited to meet gradually increasing market demands. We are 
actively studying the possibility of adding to our magnesium 
capacity in two phases. The initial phase would see the 
addition of capacity utilizing the Magnetherm process in 
conjunction with the Haley non-ferrous metals facility. On a 
longer term, construction of a new 24,000-ton-per-year 
magnesium facility is under evaluation to augment the Haley 
capacity, to serve our traditional markets of Canada and 
Western Europe and to meet the expected growth in demand 
for magnesium for desulphurization of steel. The long-term 
market outlook for magnesium appears very positive at the 
present time and we are confident about the success of our 
projects in this growth industry. 


The demand for adhesive products remained at relatively the 
same level in 1977 as in the previous year, reflecting the 
slow growth of the Canadian economy. During the period 
under review, the Corporation acquired the balance of the 
common shares of Industrial Adhesives Limited. The outlook 
for the adhesives industry remains excellent and the 
diversification achieved through the acquisition of Industrial 


Net Income (millions of dollars) 


Hi Net income before 
extraordinary items 


®@ Net income after 
extraordinary items 
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Adhesives Limited will be a source of strength for your 
Corporation in future years. 


Financial Review 


Net income for the year ended December 31, 1977 
amounted to $232,000, or $0.06 per common share, 
compared with $868,000, or $0.22 per common share, in 
1976. These results include the operations of Industrial 
Adhesives Limited for the whole of 1977 and from November 
1, 1976. Sales amounted to $78,411,000, compared to 
$62,956,000 in 1976, reflecting primarily the inclusion of 
adhesive sales for the full year and the strong growth in 
volume and improved selling prices for magnesium. 


Working capital decreased by $27,000 during the year and 
amounted to $14,514,000 at year end. Capital expenditures 
amounted to $6,889,000, with the major portion related to the 
air pollution control systems at the Beauharnois and 
Memphis plants and the residue disposal system at the 
Haley facility. Term loans were increased by $1,314,000 in 
Canada and $4,292,000 in the United States to support our 
capital investment program. 


Operations 


The Beauharnois plant continued to experience operating 
problems during 1977. Production levels were restricted for 
part of the year due to environmental control limitations 
imposed by the government while plant efficiency was 
adversely affected by construction work associated with the 
installation of air pollution control systems. In addition, 
difficulties were encountered with the newly installed 
large-capacity self-baking electrode furnace which was 
phased into operation during the previous year. These 
problems are being solved and it is expected that this new 
furnace will reach its designed capacity by the end of 1978. 


The Memphis plant operated well below its rated capacity for 
most of the year. Despite the low operating level, plant 
efficiency was quite satisfactory and the experienced 


Working Capital (millions of dollars) 


1973 1974 1975. 1976 1977 


personnel associated with the Memphis facility deserve a 
great deal of credit. Ferrosilicon production at this facility 
increased during the year and it is intended to continue this 
upward trend in ferrosilicon production because of the 
uncertain outlook for ferrochrome. 


The Haley facility operated at close to capacity throughout 
the year. A major construction project relating to the 
installation of a new improved residue disposal system in the 
reduction department resulted in operating difficulties. We 
believe that these difficulties will be overcome shortly and 
that the system will substantially increase efficiency at the 
Haley facility and greatly improve working conditions. 


The Toronto and Montreal adhesive plants continue to 
operate efficiently and it is expected that, with the resumption 
of growth in the Canadian economy, these facilities will reach 
higher rates of production in 1978 and in the years 
immediately ahead. 


Marketing 


In Canada, sales volume of ferrosilicon and ferromanganese 
remained stable, reflecting the slow growth of economic 
activity in general and in the steel industry in particular. 
Market conditions for ferrochrome and the size of the 
available market continued to deteriorate in the United States 
due to the large volume of low-priced imports. The United 
States steel industry itself was affected by imports and steel 
shipments increased only slightly despite a strong 
performance by the United States economy. 


Demand for magnesium continued to increase, and an 
upward trend in selling prices has been evident as a result. A 
good performance by the aluminum industry, a principal 
consumer, has been the prime source of these favourable 
trends but other uses for magnesium, such as the 
desulphurization of iron and steel, are also growing. It is 
expected that these new applications will constitute the 
principal source of growth for magnesium in the next few 
years. 


Shareholders’ Equity (millions of dollars) 
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Demand for adhesive products remained at the same level 
as in 1976 as our main markets showed little or no growth 
and results attained are considered satisfactory under the 
circumstances. New applications are constantly being sought 
and developed for these products and, with the 
well-recognized expertise of our adhesives group, we are 
confident about future growth in this field. 


Environment 


The air pollution control systems at Beauharnois were put 
into operation during the year and their performance to date 
has been satisfactory. Since these are major new 
installations, some technical problems remain to be solved 
and further work is required before the systems are 
considered fully operational; such work will be carried out in 
the first part of 1978. 


Work on the air pollution control system at the Memphis plant 
was also completed to a large degree and the system is now 
operational. Major difficulties were encountered in 
completing this innovative energy-efficient environmental 
control system but, now that it is completed, the cost 
effectiveness of such a system will benefit your Corporation 
in the years to come. 


With the Beauharnois and Memphis air pollution control 
systems now in operation, the Corporation’s program to bring 
these facilities into compliance with the environmental 
regulations of the various governments involved is almost 
completed. A major investment of time and funds by 
Chromasco has been required and we are justifiably proud of 
our achievement in this regard. 


Organization 


The Corporation continues to strengthen its already strong 
organization and two important appointments were made 
during the year. Mr. Garnet T. Watchorn was appointed 
Executive Vice-President effective October 1, 1977, with 
direct responsibility for marketing, sales, engineering and 
management information systems. Mr. P. Adrien Desautels, 
previously Vice-President and Treasurer, was appointed 
Vice-President and Secretary-Treasurer effective November 
30, 1977. 


Outlook 


Prospects for further growth in the United States economy 
appear excellent for 1978, with an increase in capital 


spending providing a solid base for this growth. The 
Canadian economy is expected to improve upon its sluggish 
performance of the past year but at a pace slightly below that 
anticipated in the United States. On the international scene, 
moderate improvement in the economies of Western Europe 
is foreseen. Against this background, the steel industry in 
Canada and the United States should improve upon the 
levels attained in 1977. 


It is anticipated that the demand for non-ferrous products in 
North America and Western Europe will continue to 
strengthen during 1978. The existing adverse market 
conditions for high-carbon ferrochrome are expected to 
remain with us despite the high demand by stainless and 
specialty steel producers in the United States, due to the 
impact of high-carbon ferrochrome imports from South Africa 
at exceedingly low prices. Some improvement in the demand 
for ferrosilicon and ferromanganese is currently evident and 
a further improvement for these key ferrous products is 
foreseen for the latter part of 1978. 


Renewed growth in the sales volume of adhesive products is 
anticipated, due to a predicted stronger Canadian economy 
and the expectation of new markets for our products. 


The unfavourable market conditions for ferrochrome will 
have a material effect on earnings of your Corporation 
throughout 1978 but, with the prospect of improving 
economies in the United States and Canada, we look 
forward to an acceptable profit performance during the last 
half of the current year. 


The Directors wish to acknowledge the dedication and effort 
of all employees of the Corporation during what has been a 
challenging year. Chromasco has a strong organization and 
remains committed to its objectives of growth and 
diversification in the coming years. We also wish to express 
Our appreciation to our customers for their continuing 
support. 


President 


Montreal, Quebec 
April 17, 1978 


CHROMASCO LIMITED 


CONSOLIDATED STATEMENT OF INCOME 


AND RETAINED EARNINGS 


Year ended December 31 


REVENUE 

Sales 

Other revenue 

Total revenue 

COSTS AND EXPENSES 

Cost of sales 

Administrative, marketing and general expenses 
Depreciation 

Amortization of goodwill 

Interest on long term debt 

Interest on short term indebtedness 

Total costs and expenses 

INCOME (LOSS) before taxes and minority interest 
Income taxes (note 6) 

INCOME before minority interest 

Minority interest 

NET INCOME 

Retained earnings at beginning of year 
RETAINED EARNINGS at end of year 


EARNINGS PER COMMON SHARE 


1977 1976 
$78, aoe 000 $62,956,000 


000 = 
( 62,956,000) 


78, 604, 000 


68,165,000 54,993,000 


6,103,000 3,796,000 
2,132,000 1,602,000 

125,000 = 
2,260,000 750,000 
786,000 790,000 
79,571,000 61,931,000 
(967,000) 1,025,000 
1,199,000 (119,000) 
232,000 906,000 
38,000 


232, “© 232,000. ( 868, 000) 
_ 16,728,000 72 ,000 _ 15,860,000 
$16,960,000 $16,728,000 
ot 


$ (0.06) $ 0.22 ) 


AUDITORS’ REPORT 


To the Shareholders 
Chromasco Limited 


We have examined the consolidated balance sheet of Chromasco Limited as at December 31, 1977 
and the consolidated statements of income and retained earnings and changes in financial position for 
the year then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as we considered necessary in 


the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
company as at December 31, 1977 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles applied 


on a basis consistent with that of the preceding year. 


Montreal, Canada 
February 6, 1978 


Thorne Riddell & Co. 
Chartered Accountants 


CHROMASCO LIMITED 


CONSOLIDATED BALANCE SHEET 


As at December 31 


ASSETS 


CURRENT ASSETS 
Cash 
Marketable securities, at cost 
(quoted market value — 1977 — $526,000; 
— 1976 — $495,000) 
Accounts receivable 
Income taxes receivable 
Inventories (note 2) 
Prepaid expenses and other current assets (note 6) 


Total current assets 
PROPERTY, PLANT AND EQUIPMENT (note 3) 
GOODWILL 


APPROVED BY THE BOARD 
J. Thomas Timmins, Director 


David L. Adam, Director 


1977 19769 
$ 243,000 $ 670,000 

496,000 498,000 
11,410,000 8,709,000 

2,181,000 1,379,000 
27,821,000 24,540,000 

1,077,000 1,000,000 
43,228,000 36,796,000 
31,875,000 27,139,000 
$79,936,000 $68,374,000 


LIABILITIES 


CURRENT LIABILITIES 

Bank indebtedness (note 4) 

Accounts payable and accrued liabilities 

Due to affiliated companies 

Income and other taxes 

Long term debt due within one year 
Total current liabilities 

LONG TERM DEBT (note 5) 

DEFERRED INCOME TAXES 

EQUITY OF MINORITY SHAREHOLDERS 
in subsidiary company 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK 
7% non-cumulative redeemable preference shares of 
the par value of $100 each, redeemable at $103.50 
Authorized and issued 
32,500 shares 


Common shares without nominal or par value 
Authorized 
8,000,000 shares 
Issued 
4,002,770 shares 
CONTRIBUTED SURPLUS 
RETAINED EARNINGS 


Total shareholders’ equity 


1977 


$15,878,000 
9,955,000 
760,000 
791,000 
1,330,000 


28,714,000 


23,659,000 
3,239,000 


3,250,000 


3,369,000 
745,000 


16,960,000 
24,324,000 
$79,936,000 


1976 


$10,458,000 
9,957,000 
263,000 
827,000 
750,000 


22,255,000 
18,633,000 
3,128,000 


266,000 


3,250,000 


3,369,000 
745,000 


16,728,000 
24,092,000 
$68,374,000 


CHROMASCO LIMITED 


CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 


Year ended December 31 


FUNDS PROVIDED 
Operations 
Net income 
Depreciation 
Amortization of goodwill 
Loss on disposal of equipment 
Deferred income taxes 
Minority interest in income of subsidiary company 


Funds from operations 
Disposal of equipment 
Long term debt — net 
Decrease in working capital 


Total funds provided 


FUNDS USED 

Acquisition of plant and equipment 

Acquisition of equity of minority shareholders 
Acquisition of net non-current assets of subsidiary 
Increase in working capital 


Total funds used 


CHANGES IN ELEMENTS OF WORKING CAPITAL 
Current assets increase (decrease) 
Cash 
Marketable securities 
Accounts receivable 
Income taxes receivable 
Inventories 
Prepaid expenses and other current assets 
Increase in current assets 
Current liabilities increase (decrease) 
Bank indebtedness 
Accounts payable and accrued liabilities 
Due to affiliated companies 
Income and other taxes 
Long term debt due within one year 


Increase in current liabilities 
INCREASE (DECREASE) IN WORKING CAPITAL 
Working capital at beginning of year 
WORKING CAPITAL at end of year 


1977 


$ 232,000 
2,132,000 
125,000 
3,000 
111,000 


2,603,000 


18,000 
5,026,000 
27,000 


$ 7,674,000 


$ 6,889,000 
785,000 


$ 7,674,000 


$ (427,000) 
(2,000) 
2,701,000 
802,000 
3,281,000 
77,000 


6,432,000 


5,420,000 
(2,000) 
497,000 
(36,000) 
580,000 
6,459,000 


(27,000) 
14,541,000 


$14,514,000 


1976 


$ 868,000 
1,602,000 
38,000 
1,228,000 
38,000 


3,774,000 


57,000 
12,586,000 


$16,417,000 


$ 7,079,000 
6,082,000 
3,256,000 


$16,417,000 


$ 655,000 
498,000 
1,582,000 
1,029,000 
8,765,000 
41,000 


12,570,000 


7,390,000 
1,881,000 
7,000 
(714,000) 
750,000 


__9,314,000 
3,256,000 
11,285,000 
$14,541 ,000 


CHROMASCO LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS December 31, 1977 


1. 


ACCOUNTING POLICIES 
Basis of consolidation 


The consolidated financial statements include the accounts of the Corporation and all of its 
subsidiaries expressed in Canadian dollars. 
Translation of foreign currencies 
Cash, accounts receivable and current liabilities of the Corporation are translated into Canadian 
dollars at the exchange rates prevailing at the end of the year. All other assets and liabilities of the 
Corporation are translated at the exchange rates prevailing at date of acquisition or transaction. 
The accounts of foreign subsidiaries are translated into Canadian dollars as follows: 
Current assets and current liabilities at the exchange rates prevailing at the end of the year; 
All other assets and liabilities at the exchange rates prevailing at date of acquisition or 
transaction; 
Income and expenses at average rates during the year except for depreciation provisions 
which are on the same basis as the related plant and equipment. 
Net unrealized losses arising on translation of foreign currencies are charged to income. Net 
unrealized gains are deferred and included in accounts payable and accrued liabilities to the 
extent that they exceed any losses previously charged to income. 


Inventories 


Raw materials and supplies (other than ores) are valued at the lower of average cost and 
replacement cost. Finished goods (other than the cost of ores contained therein) are valued at the 
lower of average cost and net realizable value. Ores are valued at cost on a last-in, first-out basis. 
Property, plant and equipment 
Property, plant and equipment are stated at cost. Major additions and improvements are 
capitalized; replacements, maintenance and repairs which do not improve or extend the life of 
the respective assets are charged to income. When fixed assets are sold or retired, their costs 
and accumulated depreciation are removed from the accounts and the gains or losses thereon 
are credited or charged to income. 
Depreciation of plant and equipment is provided primarily on a straight-line basis at rates which 
are designed to write off the assets over their estimated useful lives as follows: 

Buildings and property improvements — 25 to 45 years; 

Machinery and equipment — 6to 18 years. 
Goodwill 
Goodwill is being amortized on a straight-line basis over a period of forty years. 


Pensions 

Prior service costs for pension plans of the Corporation and of a Canadian subsidiary are being 
funded over periods of up to fifteen years and prior service costs for pension plans of the U.S. 
subsidiary are being funded over periods of up to forty years. Amounts paid or payable to trust 
funds in respect of current and prior service pension costs are charged to income during the year. 


Research and development 
Research and development costs are charged to income as incurred. 


Income taxes 

Income taxes are provided for under the tax allocation method. Under this method, timing 
differences between reported and taxable income (which occur when revenues and expenses 
recognized in the accounts in one year are taxed or claimed for tax purposes in another year) 
result in deferred tax debits and credits. 
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Investment tax credits are accounted for as a reduction of income tax expense in the year in which 
such credits are allowable for income tax purposes. 


INVENTORIES 

1977 1976 
Raw materials and supplies $13,196,000 $10,767,000 
Finished goods 14,625,000 13,773,000 


$27,821,000 $24,540,000 


If the average cost method of inventory valuation had been used for inventories valued using the 
lifo method, inventories would have been $5,967,000 and $6,367,000 higher than reported at 
December 31, 1977 and 1976 respectively. 


PROPERTY, PLANT AND EQUIPMENT 


1977 1976 
Accumulated 
Cost depreciation Net Net 
Land $ 473,000 $ — $ 473,000 $ 473,000 
Buildings and property 
improvements 9,151,000 2,812,000 6,339,000 6,460,000 
Machinery and equipment 27,841,000 12,067,000 15,774,000 14,074,000 
Mining — buildings, 
machinery and equipment 6,268,000 5,582,000 686,000 756,000 
Construction in progress 8,603,000 — 8,603,000 5,376,000 


$52,336,000 $20,461,000 $31,875,000 $27,139,000 


BANK INDEBTEDNESS 
Bank indebtedness is secured by pledge of accounts receivable and inventories. 


LONG TERM DEBT 


1977 1976 
Secured Bank Term Loans maturing 1978-87 bearing interest 
at 2% above the bank’s prime rate $14,650,000 $13,336,000 
Secured Bank Term Loan maturing 1978-88 bearing interest at 
up to 125% of the bank’s prime rate (U.S. — $4,000,000) 4,292,000 a 
9% Secured Promissory Note payable to an affiliated 
company, subordinated to a Bank Term Loan, maturing 
December 31, 1980 (U.S. — $6,000,000) 6,047,000 6,047,000 
Outstanding at December 31 24,989,000 19,383,000 
Long term debt due within one year 1,330,000 750,000 


$23,659,000 $18,633,000 


Aggregate maximum payments estimated to be required in each of the next five years on the Bank 
Term Loans are as follows: 

1978 — $1,330,000; 1979 — $1,592,000; 1980 — $2,080,000; 

1981 — $2,080,000; 1982 — $2,080,000. 


INCOME TAXES 


Deferred income tax debits ($662,000 in 1977 and $648,000 in 1976) relating to various provisions 
made for accounting purposes which have not yet become deductible for tax purposes are 
grouped with prepaid expenses and other current assets. 

Deferred income tax credits ($3,239,000 in 1977 and $3,128,000 in 1976) result from depreciation 
claimed for tax purposes in excess of amounts recorded in the accounts. 

In 1977, the Corporation’s recovery of income taxes has resulted mainly from the tax loss of a 
subsidiary company and the carry back of such loss to recover taxes previously paid. 


Unused investment tax credits available for reduction of future years’ tax expense amounted to 
$541,000 and $278,000 as at December 31, 1977 and 1976 respectively. 


PENSION PLANS 

The total unfunded prior service liability of the plans of the Corporation and its subsidiaries, as 
determined by independent actuaries, amounted to approximately $4,785,000 as at January 1, 
1977. 


The charge to income for current and prior service pension costs under the plans of the 
Corporation and its subsidiaries amounted to $863,000 in 1977 and $606,000 in 1976. 


REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 
Total remuneration of directors and senior officers amounted to $551,000 in 1977 and $486,000 in 
1976. 


ANTI-INFLATION ACT 
The Corporation and its Canadian subsidiaries are subject to those sections of the Anti-Inflation 
Act which provide for the restraint of profit margins, prices and compensation. 
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CHROMASCO 


FIVE YEAR REVIEW OF FINANCIAL HIGHLIGHTS 


(thousands of dollars except per common share statistics and where indicated) 


OPERATING SUMMARY 

Sales 

Net income before 
extraordinary items 

Net income after 
extraordinary items 


FINANCIAL POSITION AT YEAR END 
Working capital 
Ratio of current assets to 

current liabilities 
Net property, plant and equipment 
Shareholders’ equity 

— Preference 

— Common 

— fotal 


PER COMMON SHARE 
Earnings before 
extraordinary items 
Earnings after 
extraordinary items 
Equity 


OTHER INFORMATION (AT YEAR END) 


Number of employees 
Number of common shareholders 
Common shares outstanding 


1977* 1976* 1975 1974 
$78,411 62,956 64,942 61,677 
$ 232 868 5,383 6,419 
$ 232 868 5,383 7,598 
$14,514 14,541 11,285 8,950 
1.5:1 eee 11941 ered 
$31,875 27,139 19,815 16,030 
$ 3,250 3,250 3,250 3,250 
$21,074 20,842 19,974 14,591 
$24,324 24,092 23,224 17,841 
$0.06 0:22 1.34 1.60 
$0.06 02 1934 1.90 
$5.26 5.21 4.99 3.65 
959 962 755 787 
1,076 1,095 1,125 1,154 


4,002,770 4,002,770 4,002,770 4,002,770 


VOR Sie 


38,634 
805 


1,367 


1,640 


gle fe 
12,962 


3,250 


6,993 
10,243 


0.20 


0.34 
1375 


809 
1,214 


4,002,770 


*The 1977 and 1976 figures reflect the acquisition of Industrial Adhesives Limited, and the results of its 
operations have been included from November 1, 1976. 


*““For comparative purposes, the 1973 figures have been restated to give retroactive effect to the 
statutory amalgamation in 1974 (under The Business Corporations Act of Ontario) of Chromasco 
Corporation Limited and its subsidiaries, Chromium Mining & Smelting Corporation, Limited and Light 
Alloys Corporation Limited, into the new corporation, Chromasco Limited. 


DIRECTORS 

DAVID L. ADAM 

Toronto, Ontario 

President, Industrial Adhesives Limited 


DAVID J. DOHAN 
Montreal, Quebec 
President, Judo Investments Limited 


JOHUN-E; LA DUQUET. G:C: 
Montreal, Quebec 

Senior Partner, Duquet, MacKay 

& Bronstetter 

Advocates, Barristers and Solicitors 


EDWARD J. LAWLER 

Memphis, Tennessee 

Partner, Lawler, Humphreys, Dunlap 
& Wellford 

Attorneys-at-law 


HENRY M. MARX 

New York, N.Y. 

Partner, Windels, Marx, Davies & lves 
Attorneys-at-law 


MAURICE A. MASSE 

Montreal, Quebec 

Chairman of the Board, 

General Investment Corporation of Quebec 


ROBERT G. NESBITT, C.A. 
Pointe Claire, Quebec 
First Vice-President, Chromasco Limited 


JOHN A. TIMMINS 

Toronto, Ontario 

Vice-President Marketing and Sales, 

The De Havilland Aircraft of Canada, Limited 


J. THOMAS TIMMINS 
Ste-Agathe-des-Monts, Quebec 
President, Chromasco Limited 


DONALD B. WILKIE 

Montreal, Quebec 

Partner, Duquet, MacKay 

& Bronstetter 

Advocates, Barristers and Solicitors 


EXECUTIVE COMMITTEE 


J. Thomas Timmins (Chairman) 
John E. L. Duquet, Q.C. 

Henry M. Marx 

John A. Timmins 


AUDIT COMMITTEE 


John E. L. Duquet, Q.C. (Chairman) 
Henry M. Marx 
J. Thomas Timmins 


OFFICERS 


J. THOMAS TIMMINS 
President 


ROBERT G. NESBITT, C.A. 
First Vice-President 


P. ADRIEN DESAUTELS, C.A. 
Vice-President and Secretary- Treasurer 


T. R. PROWSE 
Controller 


G. SAKAMOTO 
Assistant-Secretary 


GENERAL COUNSEL AND SOLICITORS 
Duquet, MacKay & Bronstetter 
Montreal, Quebec 


AUDITORS 


Thorne Riddell & Co. 
Montreal, Quebec 


TRANSFER AGENTS 


Crown Trust Company 

302 Bay Street 

Toronto, Ontario M5H 2P4 
1130 Sherbrooke St. West 
Montreal, Quebec H3A 2M9 


BANKERS 


The Royal Bank of Canada 
Montreal, Quebec 
Bank of Montreal 
Montreal, Quebec 
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PLANTS 


Haley, Ontario 
Reduction Plant 
Beauharnois, Quebec 
Smelter Plant 


Memphis, Tennessee 

Smelter and finishing plant 
Toronto, Ontario 

Adhesives manufacturing plant 
Pointe Claire, Quebec 
Adhesives manufacturing plant 


CUSTOMER SERVICE 
Sales Offices - Metals 


Montreal, Quebec 

680 Sherbrooke St. West 
P.O. Box 189, Station A 
Montreal, Quebec H3C 3Y3 
Telephone (514) 281-1500 
TWX (610) 421-3643 
Chicago, Illinois 

18161 South Morris Avenue 
Suite 208 

Homewood, Illinois 60430 
Telephone (312) 799-2700 
Pittsburgh, Pennsylvania 
Parkway Center, Building #3 
875 Greentree Road 
Pittsburgh, Pennsylvania 15220 
Telephone (412) 921-2703 
Birmingham, Alabama 
Barbizon Business and Professional Building 
3100 Lorna Road 

Suite 101 

Birmingham, Alabama 35216 
Telephone (205) 822-5042 


Sales Offices - Adhesives 


Toronto, Ontario 

90 Tycos Drive 

Toronto, Ontario M6B 1W2 
Telephone (416) 781-6113 

Pointe Claire, Quebec 

255 Labrosse Avenue 

Pointe Claire, Quebec H9R 1A3 
Telephone (514) 695-8110 


RESEARCH AND QUALITY CONTROL 
Laboratories - Metals 

Haley, Ontario 

Research and quality control 
Beauharnois, Quebec 

Quality control 

Memphis, Tennessee 

Research and quality control 


Laboratories - Adhesives 
Toronto, Ontario 

Research and quality control 
Pointe Claire, Quebec 
Research and qualtity control 


PRINCIPAL PRODUCTS 
Ferrous 
Silicon Alloys 


50% Ferrosilicon 
75% Ferrosilicon 
85% Ferrosilicon 
Sil-X 


Manganese Alloys 


Standard Ferromanganese 
Silicomanganese 

Nitrided Ferromanganese 
Man-X-6 


Chromium Alloys 


Charge Grade Ferrochrome 
Blocking Grade Ferrochrome 
Chrom-X-4 


Non-Ferrous 
Metals and Special Alloys 


Magnesium Metal and Alloys 
Sacrificial Anodes 

Master Alloys 

Other Special Alloys 
Desulphurizing Products 
Magnesium Extrusions 
Calcium Metal and Alloys 
Strontium Metal 

Dolomite 


Adhesives 
Water Based Adhesives 


Emulsions 

Latexes, natural & synthetic 
Polyvinyl Alcohols 

Animal Glue 

Dextrines & Starches 


Solvent Based Adhesives 


Polychloroprene Contact Cements 

Natural & Synthetic Rubber Cements 

Lacquers 

One & Two-component polyurethane 
adhesives 


100% Solids Adhesives 


Hot Melts 
Epoxies 
Plastisols 
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